n\ 


*is  ,  A f/. *.'  5^3/^o 


UMASS/AMHERST 


31EDt3t,01bSb30fl7 


EDWARD   LASHMAN    JR 

SECRETARY 


Memorandum  for: 

From: 

Subject: 

Date: 


>MMONWEALTH    OF    MASSACHUSETTS 

EXECUTIVE    OFFICE    FOR 
ADMINISTRATION    AND    FINANCE 

STATE    nOU5E     BOSTON    02133     ,     >- 

Cabinet  Secretaries  and  \^U 

Department  Heads     ^'/  Of  lyf^ 

n,  Jr„  Se^rettfrfn,,    * 


L.  Edward  Lashraa 

FY90  Staffing  Reductions 

September  27,  1989 


uy 


j 


In  conjunction  with  our  plans  to  address  the  estimated  $340  million  shortfall  I  am 
asking  you  to  work  with  me  in  completing  by  January  1,  1990  an  extremely 
difficult  task:    to  develop  and  implement  a  comprehensive  plan  to  reduce  the  work 
force  funded  by  the  Commonwealth's  operating  budget  by  5,000  positions  from  the 
July  1,  1988  staffing  level.    This  letter  and  its  attachments  set  forth  clear  direction 
for  reductions  in  the  work  force,  define  the  relationship  between  this  task  and  the 
exercise  outlined  in  my  September  13  letter  to  you,  and  put  this  task  in  a  context 
of  the  larger  problem  to  be  solved  for  both  fiscal  year  1990  and  fiscal  year  1991. 


Status  of  the  Problem 

In  July  a  fiscal  problem  of  $491  million  was  identified.    At  that  time,  the  GoveT 
nor  moved  painfully  but  decisively  to  bring  fiscal  year  1990  back  into  balance. 

Since  then,  you  have  been  creating  financial  plans  that  establish  how  the  cuts 
taken  in  July  will  be  implemented.    The  commitment  at  that  time  was  to  give  to 
departments  the  opportunity  to  develop  their  own  reasonable  and  workable  plans  -- 
to  manage  to  the  bottom  line  and  not  intervene  in  the  personnel  and  programmatic 
choices  of  individual  departments.    The  further  commitment  was  to  make  efforts 
not  to  request  additional  savings  or  reversions  from  departments  during  fiscal  year 
1990.    At  that  time,  the  limits  of  that  commitment  were  set  at  a  $200  million  dete- 
rioration in  the  Commonwealth's  financial  condition.    We  have  now  exceeded  those 
limits. 

Since  the  Governor's  action  in  July,  revenue  estimates  have  been  revised  downward 
and  additional  spending  requirements  that  cannot  be  avoided  have  been  identified. 
We  now  face  an  estimated  problem  of  $340  million  for  fiscal  year  1990.    A  prelim- 
inary review  of  departmental  financial  plans  indicates  additional  risks  that  have 
the  potential  to  increase  the  shortfall. 


The  Solution 

During  the  past  two  months  my  staff  and  I  have  worked  with  you  to  craft  a  sav- 
ings and  revenue  package  for  submission  to  the  Legislature.    However,  this  package 
can  serve  as  only  one  part  of  the  solution.    It  is  therefore  imperative  that  we  un- 
dertake definite  additional  spending  and  personnel  reductions  to  close  the  gap  and 
draw  up  contingency  plans  for  yet  further  reductions  should  they  become 
necessary. 

On  September  13,  I  asked  cabinet  secretaries  and  department  heads  to  prepare  and 
submit  by  October  15  contingency  plans  to  reduce  FY90  spending  by  5%.    Today,  I 
am  notifying  you  that  size  of  the  shortfall  requires  implementation  of  those 
spending  reduction  plans  .    Further,  it  is  necessary  to  request  that  those  plans 
incorporate  a  permanent  net  reduction  in  the  budgetary  work  force  of  5,000  FTE's 
from  July  1,  1988  levels. 

To  date,  this  work  force  has  been  reduced  by  2,700.    To  complete  the  second  phase 
of  the  5,000  reduction,  another  2,300  FTE's  must  be  eliminated.    Attached  is  a 
staffing  level  each  cabinet  officer  must  reach  by  January  1,  1990,  for  his  or  her 
secretariat.    This  level  shall  be  achieved  through  a  combination  of  attrition  and 
layoffs  among  departments  within  a  secretariat  as  determined  by  the  cabinet  offi- 
cer in  consultation  with  department  heads.    To  the  extent  that  critical  new  hires 
are  anticipated  for  the  remainder  of  this  fiscal  year  and  for  fiscal  year  1991,  those 
hires  must  be  accommodated  within  the  staffing  level  to  be  achieved  by  January  1 
and  thereafter  maintained. 

The  total  reduction  of  2300  is  distributed  across  secretariats  in  direct  ratio  to  each 
secretariat's  portion  of  the  total  Executive  agency  workforce(i.e.,  budgetary  - 
funded  and  excess  quota  full  -  time  equivalent  filled  positions  on  the  payroll  as  of 
September  18,  1989),  as  adjusted  for  certain  elements  of  staffing  which  were 
presumed  exempt  from  further  reduction  (e.g.,  the  Department  of  Mental 
Retardation's  facilities  ,  where  staffing  levels  are  mandated  by  consent  decree;  or 
the  department  of  Industrial  Accidents,  whose  operations  are  100%  assessed). 

We  will  shortly  be  delivering  dollar  targets  to  Cabinet  Secretaries  equal  to  5%  of 
their  controllable  spending.  Detailed  instructions  on  the  processes,  procedures,  and 
time  frames  to  be  followed  will  accompany  these  targets.  Accounts  defined  as 
uncontrollable  are  those  where  spending  is  legally  mandated(  medicaid,  debt 
service,  pensions)  or  accounts  where  spending  reduction  have  no  budgetary 
impact(i.e.,  100%  assessed  or  special  revenue  funds) 

The  task  to  be  undertaken  is  a  monumental  one,  but  an  essential  one.    It  will  assist 
our  efforts  in  bringing  the  1990  budget  back  into  balance.    It  will  set  the  stage  for 
the  difficult  task  of  developing  a  budget  for  1991.    It  will  demonstrate  clearly  and 
forthrightly,  to  all  concerned  citizens,  that  state  government  is  being  managed  as 
efficiently  as  possible,  with  the  minimum  number  of  people  necessary  to  provide 
services. 

Thank  you  for  your  attention  to  this  very  difficult  but  necessary  task. 
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